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This publication has considerable significance in view of the
major policy initiatives and programmes undertaken by the
Government of India in pursuing economic reforms,
particularly in the infrastructure sectors of the economy.
One important component of the reforms process has been
the establishment of regulatory bodies not only at the
central level but in several states of the country.  This
innovation has to be seen against the historical background
of most infrastructure activities in India being dominated by
the public sector and an overlap between policy as well as
regulatory functions performed in the past by the central
and state governments. As a result, activities were controlled
and services were provided in these sectors essentially by
state monopolies, and in the absence of competition and
effective regulation, consumer interests often suffered on a
progressive basis.

One important objective of economic reforms currently
in hand throughout India is to provide a policy and
institutional framework whereby investments by the private
sector, infusion of new technology, and much better
customer orientation are brought about in the supply of
services by the major infrastructure enterprises in the
country.  Given the traditional argument of �natural
monopolies� that dominated thinking in the establishment
of electricity supply, telephone services, and several other
basic activities, not only is there a need to radically alter
existing mindsets, but also the country is generally faced
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with very limited experience and capacity within the private
sector to move quickly ahead for investing in these sectors.
Consequently, regulators need to look at market realities and
an evaluation of conditions by which the private sector can
be drawn into infrastructure industries, while at the same
time, upholding the best interests of the consumer.

This Government of India/United Nations Development
Programme-funded programme, which has been carried out
by TERI through the dedicated involvement of a very
competent team at the Institute, has analysed all the
complexities in bringing about regulatory reforms, the
creation of regulatory institutions and the nexus between
appropriate policies and effective regulation.  Based on the
analysis presented, and some of the conclusions drawn from
this study, governments, both at the centre and the states,
would certainly arrive at a much better and deeper
understanding of the process of regulatory reforms on which
depends much of the country�s economic future and the
welfare of its citizens.

R K Pachauri
Director-General, TERI, New Delhi
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This publication draws upon the findings of the study titled
�Regulatory reforms in India: effectiveness, efficiency and
impacts� conducted by TERI as part of the GoI/UNDP
(Government of India/United Nations Development
Programme) Economic Reforms Programme.

Independent regulators were introduced in the power and
telecom sectors in the mid-1990s. Since then, they have
addressed various issues like tariffs, competition, efficiency,
investments, and quality of service. Reducing costs, delays,
and uncertainties for businesses, and thus improving the
attractiveness of the overall business climate are the major
goals of regulatory reform. As a result, reform activity is
expected to yield consumer benefits in terms of lower prices
and wider choices.

While considerable progress has been made on this front,
we felt that there is a need to examine the reform process,
and assess the impact of regulatory reforms. Such an
assessment is needed to make future judgments about the
reasonableness of regulatory reforms, and their practicalities
for those who have to comply with them and to determine
whether regulatory reforms have met the dual goals of
�effectiveness� and �efficiency�. This would help to improve
the understanding of the status of the current regulatory
environment and to identify the methods by which this
regulatory environment can be improved. The GoI/UNDP
Economic Reforms Programme provided an opportunity to
undertake such a mid-term evaluation of reforms and the
progress made therein.
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The various functions and expectations of the regulatory
process have been culled out from a multitude of sources. Of
these, the focus of this publication is on those that needed
attention and could pave the way for effective regulatory
intervention for achieving long-term objectives.

We gratefully acknowledge the cooperation and support
received from several individuals and organizations in the
power and telecom sectors whose views were solicited, in the
form of interviews conducted as part of this study. These
include government ministries and departments, regulatory
commissions, regulated and non-regulated service providers,
industry associations, consumer organizations, and
independent experts. Many stakeholders were part of the
workshop organized by TERI in June 2003 to discuss the
findings of this study. These experts � too many to name
individually � have added value to the study through their
views.

We deeply appreciate the expert comments of our peers
from within TERI. These include Dr Leena Srivastava,
Executive Director; Dr A R Sihag, Director, Regulatory
Studies and Governance Division; Prof. S L Rao,
Distinguished Fellow and former Chairman, Central
Electricity Regulatory Authority; Mr S Sundar,
Distinguished Fellow; and Dr S K Sarkar, Senior Fellow.

We are thankful to the Maharashtra Electricity
Regulatory Commission for providing us detailed
information on various administrative and financial aspects
of its functioning. We are also grateful to the members of the
steering committee of this study for their support and
valuable inputs. We would also like to accord our thanks to
the support given by the Department of Economic Affairs of
the Government of India and the UNDP.

Anjali Garg <agarg@teri.res.in>
Manisha Kabra <manishak@teri.res.in>

Rakesh Kacker <rkacker2000@yahoo.co.in>



Introduction

This publication focuses on the impact that the reforms
have had on the power and telecom sectors that saw the
introduction of independent regulators in the 1990s. The
port sector has been left out since the regulator there had
only a limited impact as the regulatory powers were confined
only to tariff. The insurance sector has also not been
included since the duration for which this regulator was in
position has been comparatively short.

The time period covered in this assessment is rather
short; in the case of telecom just about seven years, whereas
in the case of the power sector most of the action is confined
to the past two to three years. Nevertheless, even in this
short period certain directions have been etched out and
some progress can clearly be discerned. This progress needs
to be matched with the expectations from the new style of
governance introduced through independent regulation.
Broadly, this publication attempts to answer the question of
whether regulatory reforms have yielded the desired results.
Given the nature of the sectors, the bulk of the analysis has
been done through a qualitative assessment made after
interviews with various stakeholders and TERI�s own
understanding of the reform process. Wherever possible,
concrete quantitative analysis has been made, and where
data are not available, the lines along which quantitative
analysis can be carried out in the future have also been
indicated.

Apart from this, a more detailed analysis of the concept
of a multi-sector regulator has been made. As the focus is on
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